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Performance was driven by strong returns from offshore, mining and technology
Fund managers needed to get three things right to maximise returns over the past three years. Firstly, offshore 
exposure was critical, not only due to the strong Rand returns delivered by offshore equities (up 18%), but also 
because of the relative poor performance of SA equities, especially those with businesses geared to the local 
economy.

Secondly, SA resources stocks returned 25%, benefitting from a weaker Rand and secular global themes supporting 
gold, platinum group metals (PGMs) and basic materials prices. Local non-mining stocks did poorly, with industrials 
returning 2.5% over three years and financials falling by 8.5%. 

Finally, tech stocks: Naspers/Prosus, listed locally with a strong offshore tech focus, accounted for a large part of 
the return from industrials and stripping it out of the industrial index leaves the sector down 9%. The MSCI World 
Index total return of 18% comprised 10% from Rand depreciation and 8% from global equity returns, more than 
half of which (4%) is attributable to global tech stocks. In particular, there were extremely strong performances 
from the FAANGs+M – Facebook (+50%), Amazon (+185%), Apple (+164%), Netflix (+205%), Alphabet/Google 
(+53%) and Microsoft (+210%).

Chart 4: Scenario analysis - 3 year annual returns

Source: Morningstar & Northstar (30 June 2020)

Themes that have shaped fund 
manager returns over the past 
three years

SA balanced funds have seen considerable divergence in performance as asset class returns have been unusually 
disparate and volatile. Three main themes stand out and explain these market dynamics. Northstar’s participation 
in two of the three themes helped the Northstar SCI* Managed Fund to deliver returns ahead of its benchmark, at 
well managed risk levels.

Marco Barbieri
Director, SA Equities
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In Chart 4 above, our analysis indicates that the 3.6% returned by the average SA Multi Asset High Equity Fund 
over the last three years would have been reduced to 2.3% had the average fund not invested in Naspers/Prosus, 
1.7% had it not held resources and 0.3% if only exposed to SA assets. 

Increased risk doesn’t automatically mean increased returns
SA fund managers have not necessarily been rewarded for taking increased risk over the last three years, especially 
those that backed high risk SA equities, which have meaningfully underperformed local fixed income and global 
assets.

Chart 5 below shows that the Northstar SCI* Managed Fund (the Fund) was able to navigate these markets well 
and delivered above-average returns at lower volatility than most of its peers, outperforming its benchmark 
over one, three and five years. This was achieved by refusing to bet on binary events while taking a measured 
probabilistic approach to asset class allocation. 

Chart 5: Alexander Forbes Manager Watch TM Series of Surveys – risk versus return (3 years ended 30 June 2020)

Source: Alexander Forbes Global Manager Watch survey - Best Investment View (30 June 2020)

*SCI refers to Sanlam Collective Investments. Refer to returns on the fund information page.
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The Fund maintained full exposure (30%) to offshore assets, stayed overweight global equities and underweight 
local equities. We achieved high hit-rate and win/loss ratios in global equities, although good stock selection 
in local equities was offset to some degree by our underweight position in mining stocks. Returns benefited 
from exposure to global tech, mainly through Naspers/Prosus, Alphabet/Google, Microsoft, Apple, Alibaba and 
Amazon. We avoided the local property sector and held an overweight position in SA fixed income. 

Have these trends now run their course?
The SA macroeconomic environment remains very challenging, with business confidence at all-time lows. 
Corporate earnings growth is extremely weak and trending down, in line with nominal gross domestic product 
(GDP). Per Chart 6, inflation-adjusted earnings are at 2006 levels despite the positive impact of the strong 
performances of basic materials and Naspers/Prosus. The market is cheap, trading on a low price to earnings 
(PE) ratio on depressed earnings. Yet a few relatively simple developments could more than double the potential 
GDP growth rate from 1.5% to 3.7%. These include reforms to the telecoms and transport industries, removing 
barriers to entry to the economy, prioritising tourism and agriculture and improving confidence levels. There is 
definite risk in backing a SA recovery, but the payoff could be significant. Even though valuations are starting to 
look attractive, we think a local recovery will take time and have adjusted our bet size accordingly.

Chart 6 : FTSE/JSE inflation adjusted earnings (indexed to 100)

Source: Iress & Northstar (30 June 2020)

We believe that the easy money has been made in commodity stocks and it is hard to justify further investment 
as this point.  The valuations of mining companies are rational at current spot commodity prices but spot prices 
are very high, both in comparison to their own histories and to their respective cost curves.

Global tech companies have run strongly, with returns over the past decade justified by robust free cash 
flows. Current valuations are baking in strong growth, but if consensus expectations are right, valuations are 
not unreasonable, although at bull case levels in our opinion. While we think global tech stocks still have some 
potential, we have reduced our exposure.
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Exposure to offshore assets and high quality global franchises maintained
The Fund has kept its maximum exposure to offshore assets and remains underweight local equity. Both the 
offshore equities component and the core local holdings comprise high quality global franchises, such as New 
York Stock Exchange-listed VISA and Oracle, and JSE-listed Naspers, BAT and Richemont. The Fund has a smaller 
exposure to high-quality cyclical SA stocks to retain optionality should the SA economy recover sooner and more 
strongly than expected. We are overweight local fixed income of low duration, with high exposure to short-
dated RSA inflation-linked bonds, which offer strong real yields. We do not expect the fundamentals of the local 
property sector to improve meaningfully over the short to medium term and have no exposure in that sector.

Northstar will continue to take a measured approach that prioritises strong returns with effective risk management 
by focusing on quality at a reasonable price and diversifying exposure across asset classes. 



CIS DISCLOSURES

Sanlam Collective Investments (RF) (Pty) Ltd is an approved Manager in terms of the 

Collective Investment Schemes Control Act, 2002. Collective investment schemes in 

securities are generally medium- to long-term investments. The value of participatory 

interests or the investment may go down as well as up. Past performance is not 

necessarily a guide to future performance. Sanlam Collective Investments (RF) (Pty) 

Ltd (the manager) does not provide any guarantee, either with respect to the capital 

or the return of a portfolio. The manager has the right to close certain portfolios 

to new investors, in order to manage it more efficiently, in accordance with its 

mandate. Collective investment schemes are traded at ruling prices and can engage 

in borrowing and scrip lending. The collective investment scheme may borrow up to 

10% of the market value of the portfolio to bridge insufficient liquidity. Annualised 

returns are period returns re-scaled to a period of one year. This allows investors to 

compare returns of different assets that they have owned for different lengths of time. 

Actual annual figures are available to the investor on request. Performance is based 

on NAV to NAV calculations with income reinvestments done on the ex-div date.  

Performance is calculated for the portfolio and the individual investor performance 

may differ as a result of initial fees, actual investment date, date of reinvestment 

and dividend withholding tax. Investment performance calculations are available for 

verification upon request by any person. Different classes of participatory interests 

apply to these portfolios and are subject to different fees and charges. Forward 

pricing is used. The portfolio valuation time is 08h00 for fund of funds and 15h00 for 

all other portfolios and the transaction cut-off time is 14h00. The transaction cut-off 

time should be 14h00, for portfolios except fund of funds, but execution is not always 

guaranteed. If execution could not take place on the same day, it will take place the 

next business day, or at the earliest possible opportunity. For fund of funds, the cut-

off time for the execution of trades is 14h00 on the day preceding the pricing date. 

Foreign securities within portfolios may have additional material risks, depending on 

the specific risks affecting that country, such as: potential constraints on liquidity 

and the repatriation of funds; macroeconomic risks; political risks; foreign exchange 

risks; tax risks; settlement risks; and potential limitations on the availability of market 

information. Fluctuations or movements in exchange rates may cause the value of 

underlying international investments to go up or down. Investors are reminded that 

an investment in a currency other than their own may expose them to a foreign 

exchange risk. The terms and conditions, a schedule of fees, charges and maximum 

commissions, performance fee frequently asked questions as well as the minimum 

disclosure document (MDD) and quarterly investor report (QIR) for each portfolio 

are available on Sanlam Collective Investments’ website at www.sanlaminvestments.

com. Associates of the manager may be invested within certain portfolios and the 

details thereof are available from the manager.

THE FINANCIAL ADVISORY AND INTERMEDIARY SERVICES ACT, 2002

Northstar Asset Management Proprietary Limited is an authorised financial services 

provider in terms of the Financial Advisory and Intermediary Services Act 2002. All 

information contained in this document should not be construed, or relied upon, as 

advice. If you require financial and/or investment advice, please engage the services 

of an independent financial adviser.

INFORMATION AND CONTENT

The information and content (collectively 'information') accessible in this document 

are provided by Northstar as general information about the company and its 

products and services. Northstar does not guarantee the suitability or potential value 

of any information or particular investment source. Any information in this document 

is not intended nor does it constitute financial, tax, legal, investment, or other advice. 

Nothing contained in any service or any other content in this document constitutes a 

solicitation, recommendation, endorsement or offer by Northstar. Nothing contained 

in any service or any other content in this document constitutes a solicitation, 

recommendation, endorsement or offer by Northstar. Illustrations, forecasts or 

hypothetical data are not guaranteed and are provided for illustrative purposes 

only; returns or benefits are dependent on the performance of underlying assets or 

other variable market factors; there are risks involved in buying or selling a financial 

product; past performances are not necessarily indicative of future performances; 

and no guarantees are provided.

NORTHSTAR ASSET MANAGEMENT

Northstar Asset Management (Pty) Ltd

Registration No. 1996/001423/07 | FSP number 601

Suite 1A, Madison Place, Alphen Office Park, Constantia Road,

Constantia PostNet Suite #784, Private Bag X16, Constantia 7848

Tel +27 (0)21 810 8400 | Fax +27 (0)21 794 2885

info@northstar.co.za | www.northstar.co.za

SANLAM COLLECTIVE INVESTMENTS

Sanlam Collective Investments (RF) (Pty) Ltd

Registration No. 1967/002865/07

2 Strand Street Bellville, 7530 PO Box 30, Sanlamhof, Bellville, 7532

Tel +27 (0)21 916 1800 Fax +27 (0)21 947 8224

service@sci.sanlam.com, www.sanlaminvestments.com

Please refer to our website for directors & company secretary details

DISCLAIMER

The Management of portfolios is outsourced to Northstar Asset Management 

(Pty) Ltd, (FSP) Licence No. 601, an Authorised Financial Services Provider under 

the Financial Advisory and Intermediary Services Act, 2002. This information is not 

advice, as defined in the Financial Advisory and Intermediary Services Act (No. 37 of 

2002). Please be advised that there may be representatives acting under supervision. 

The manager retains full legal responsibility for the co-named portfolios. Legal 

Information http://northstar.co.za/page/legal-information/


